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Mumbai-PuneMSRDC and Expressway 
A Sustainable Model for Privatising Construction 
of Physical Infrastructure? 
This case study of the Mumbai-Pune Expressway points out that delivery of infrastructure
like road and highways, especially mega projects, totally throughthe private sector is 
currently difficult. In the absence of such private sector capacity to take on this 
responsibility,the role has been creatively shoulderedby the Maharashtra governmentby
forming and supportinga road development corporation - carved out of its public works 
departmentin its primarymission, the building of essential projects in a timelyfashion. The 
experience of the Mumbai-PuneExpresswayindicates that the public sector, freed of 
political interventionand outdatedorganisational structureand given command and 
authorityto innovate is able to deliver needed products efficiently. 
HEMALATAC DANDEKAR,SULAKSHANAMAHAJAN 
Involving theprivatesectorindevelop- fromthewayprivatisationhas been imple- Corporation(MSRDC),theagencywhich 
ment planning efforts in India has mentedbythegovernmentof Maharashtra has facilitated its construction,arebeing
emerged in the rhetoric and policies of inthesoonto be completedMumbai-Pune closely observedby otherstates and the 
government. The central government's Expresswaywith a view todelineate:what centralgovernment.The criticalanalysis
privatisation policy of 1991 has been worked;the elements of success;theprog- presented here describes the MSRDC 
adapted to varying degrees by different nosis for replication;thecaveats; and, what approachandconceptualisesit inan effort 
Indian states. The shift to liberalise the is impliedfortherole of the publicsector, to inform those who wish to emulate the 
economy has included attemptsto incorpo- theprivatesector and their partnershipin approach,those who want to understand 
rate the private sector in a variety of the efficient delivery of physical infra- how privatisation policy is being imple-
activities, ranging from formerly mono- structure.Theintent is to criticallyexam- mented,and those whohavestakes in the 
polised government sectors like television inethemodelforincorporatingtheprivate debateon developmentin India. 
and insurance to those such as banking, sectorin physicalinfrastructuredevelop-
telecommunication, hotels, and,engineer- ment that is emergingintheMumbai-Pune Models of Privatisation 
ing consultation services which operated Expressway,andmake an assessment of of Infrastructure in competition with the private sector. benefitsas well as concerns. This is useful 
Significantinthis has been the privatisation astheexpressway project iswidelyclaimed The new economic policy of liberal-
of physical infrastructure such as high- tobe a success,notjustbythegovernment isationevolvedthroughtheeconomic crisis 
ways and ports. The definition of what agenciesinvolved,but also bythepopular of 1991 when the governmentsought
constitutes privatisation,what elements of media and, sections of the construction privatesectorparticipation, including that 
a sector are executed by private corpora- industry,and will be emulated.It is a of multinational corporations,in various 
tions and what is the role of the govern- significant project becauseit bringson- sectorsincludingthoseheretoreserved as 
ment, is evolving. Even a quick review of line an essentialandlong-overduepiece a monopoly of the government.1The 
the literature reveals that there is a great of physical infrastructure,the lack of Disinvestment Commission2 appointedin 
deal that remains to be clarified in the term whichhas acted as a bottleneck to the 1996bythe central governmenttorecom-
'privatisation' efficientfunctioningof a crucialcorridor mend a strategyof privatisationof 43 
This paper does not attempt the formi- of industrial capacityand productionin publicsector units (PSU) has suggested
dable task of defining privatisation. It seeks Maharashtra.As such,theprojectand the different methods for different organis-
ratherto understand what can be learned Maharashtra State Road Development ationsdependingon the nature of the PSUs, 
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the areas of their operations,and, their 
present status. Recommendations have 
encompassed a range of actions for 
exampleas follows: 
(1) Sale of 100 percentof government
holdingas in the case of Modern Food 
Industries, Pawan Hans Helicopters,
Ranchi Ashok Bihar Hotel Corporation,
and Utkal Ashok Hotel Corporationwhich 
aretwo hotels owned by IndiaTourism 
Development Corporation. 
(2) Partial disinvestment varying from 
74 percent in thecase of Hindustan Pre- 
fab,40 percent in the case of Shipping
Corporationof India and 25 per cent 
in the case of Indian Petro Chemical 
Corporation.
(3) Infusion of Rs 1,000 croreas equity
in Air India,followedby a strategicsale 
by wayof new share issueto reducegov-
ernmentholdingto 60 percent,and,sub-
sequentoffer to sell 20 percent of govern-
mentholdingsto domestic investors. 
(4) Discontinuation of operationsimme-
diatelyand sale of assets of companiesas 
inthe case of ElectronicsTrade and Tech-
nology Development Corporation. 
In addition other measures have been 
recommendedby governmentwhich are 
relatedto involving the private sector 
activelyin infrastructurecreation,main-
tenanceand operations.In an overview 
paperon privatisationof municipalser-
vicesMehtaand Mehta (1992)outlinefour 
distinct forms of privatisation- divesti-
ture,contracting, financing andderegula-
tion.Numerouswaystoachieve these have 
beenpractised by governmentandinclude 
actions such as: 
(1) Allowingthe entryof privatesector 
firms and thus competitioninto sectors 
which are presently the monopoly of 
government,for instance as it has done in 
generalinsuranceandtelecommunications. 
(2)Retainingownershipof apublicsector 
butoutsourcingwork to a greaterextent 
to various privatecontractors or private
sectorcompaniesin a varietyof arrange-
mentssuch as build own operatetransfer 
(BOOT);build operate lease transfer;
(BOLT);build operatetransfer(BOT).
These have been implementedin various 
port projects. 
(3) Creatingnew forms of publicsector 
companieswith the collaboration and 
participationof the private sector for 
example as in the Konkan Railway
Corporationand MSRDC. 
Mehtaand Mehta suggest that in the 
initialstages of privatisationcontracting 
out of services and the construction of 
-turnkeyprojects theBOTarrangements
mightbe most effective. 
In the last few yearsprivatisationhas 
beensignificantly promoted in the area of 
physicalinfrastructure.Thetransportation
sector in particularwas identified as 
crucialin the transmissionof economic 
development. Inadequate meansof trans-
portationwasperceivedasresponsiblefor 
theconcentrationofeconomic activities in 
a few majorcities with detrimental effect 
on the developmentof peripheralregions.
The fast growingnon-traditional,agricul-
turalsectorwasalso felt to be affected as 
it was unableto tapthegrowingdemand in thedomestic urban and world markets 
forits produce. Existing surfacetranspor-
tation such as railwaysandnationaland 
statehighwayswere overloadedbeyond
theircapacities.3Some indication of this 
is apparentin aggregatedata on roads. 
India has a roadnetwork of 33,00,000km,
thethirdlargestin the world.Nationaland 
statehighwaysconstitute a mere1,80,000
kmor6 percent of this total network and 
of these the national highways which 
constituteonly 2 per cent of the total 
networkcarry40 percent of total traffic. 
Freighttraffic on roads has increased from 
6 million tons in 1951to 400 million tons 
in2000whilevehicle traffic hasincreased 
from0.3 million vehiclesto 27.5 million 
vehicles but the road network has not 
expandedtokeep pace withthis.A 10-year 
programmetowidentheIndianNational 
Highwayswas estimated to need funds 
of Rs 8,020 croreat 1996 prices.4This 
NationalHighwayDevelopmentProject,
is thereforebeing implemented with fund- 
ingfromtheWorld Bank5 which involves 
private contractorsto build the roads, 
managethem, and, transfer them back to 
thegovernmenton a BOT basis. In 1995,
in the stateof Maharashtra,the estimated 
need for road developmentand maint- 
enancewasto the tune of Rs 14,000crore 
whileonly Rs 1,400crore were allocated 
inthebudget.6Theinadequacyofresources 
forthetransportationsector is notedinthe 
NinthFive Year Plan (1997-2001).7There-
fore a majorimperativefora privatisation
policy in roadconstructionwas to raise 
needed capital for both developingand 
maintainingroads. 
Compoundingthe problemof under 
capacityin the physicalinfrastructureof 
transportationhas been the perceived
inabilityto finance, manageand create 
newinfrastructure.Inlightof thegrowing 
evidence of such shortcomings the 
transportationsectorwas declared aprior-
ity sectorforprivatisation.This was seen 
as the best strategyfor addressingdefi-
ciencies and to: 
(1) Fill gaps between the needs and de- 
mandsfor expansion-of physical infra-
structure networks and the paucity of 




(2) Circumventhebottlenecks that were 
createdbybureaucraticdelaysby creating 
newand unorthodox communicationlinks 
betweengovernmentdepartmentsand to 
explore imaginative ways to manage
projectsso that theyattain the statedgoals
withinthe stipulatedtime. 
(3)Harness the abilityoftheprivatesector 
to look at new, advanced and alternative 
technical solutions andto assimilate these 
into the delivery system, construction 
processand projectplanning.
(4) Facilitateutilisation of largeamount 
of fundsavailable with banks as well as 
privatesectorfinancecompaniesand inter- 
national funding agencies like Asian 
Development Bank and International 
FinanceCorporation.
The call for privatisationis nowfirmly
embeddedin the rhetoric of planningbu-
reaucraciesthroughoutIndia.The high-
lights of the centralgovernment'smea-
sures were announcedin 1994.Theyinclu-
ded declaringthe road sector to be an 
industry(thusallowingit to raisebonds 
toraiseresources),amendingthe National 
HighwaysAct to enable the levy of tolls 
by the privatesector, and allowing the 
private sector to participate in infra- 
structureconstructionon a BOTbasis.It 
has also allowed 100 per cent foreign
equityparticipationandgiven the rights
to the privatesector to develop services 
andrest areas alongthe roads. Companies
involvedin BOT projectscan avail of a 
100 per cent tax holiday for five years
anda 30 percent tax holidayfor another 
five years. 
Private Sector Response to 
Government Policy 
Althoughthepolicy change adoptedby
the governmentwas welcomed by the 
privatesector its participationin actual 
projectshas not been enthusiastic. Inter- 
nationalinfrastructurecompanieshave not 
bid on infrastructureprojects like the 
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Mumbai-Pune Expressway in spite of 
various incentives declared by the Indian 
government which have been publicised
by foreign governments.8 In the portsector 
too which has been more attractive to the 
private sector, their presence is limited. 
The domestic private sector has also not 
responded with bids for infrastructure 
projects like roads and highways. Aug- 
menting centralgovernment measures the 
Maharashtragovernment devised various 
incentives to boost privatisation. They
included a guaranteed20 per cent rate of 
return on capital, a promise of rapid and 
single window approval, tax incentives 
and reduced duties on imported equipment 
for all investments in industry, and, 
allowing up to 40 per cent government 
support to the project. Private sector 
entrepreneurs are allowed to recover 
their investments first, followed by the 
government. But as demonstrated in the 
lackof bids for the Mumbai-Pune Express-
way the response from the private sector 
has been low. 
The background for the Mumbai-Pune 
Expressway is as follows. In 1990 the 
state government commissioned a feasi- 
bility study for the expressway.9The report
submitted in 1994 recommended the con- 
struction of a new 10-lane expressway as 
a BOT to be financed and operated on a 
toll basis. These recommendations were 
accepted, tender documents for the 
expressway were prepared and bids in-
vited by the Maharashtra public works 
department(PWD). Six corporations pur-
chased the tender documents butonly one,
the Reliance Corporation,submitteda bid. 
Detailed information on exactly why Re-
liance was the only contractorto respond
is not readily available. The Reliance bid 
was for Rs 3,600 crore, a sum more than 
twice the currentlyanticipated cost of the 
expressway and it was not accepted by the 
government. It is difficult to pin-point
why the Reliance bid was so high. Factors 
that could have driven up the bid price
can be speculated.Potential costs for hold- 
ups to the project by the environmental 
lobbies could be one. The unexpected
decline in real estate demand leading to 
reduction of real estate values throughout
the Mumbai-Pune belt, the cost of raising
capital needed to acquire high end con- 
struction equipment, non-availability of 
government subsidies, the overall size and. 
cost of the project and uncertainty that 
tolls would provide sufficient pay back in 
the stipulated time frame, could be other 
factors that deterred private companies. 
Theexpresswayis not an isolated case of 
low responseto opportunitiesin infra- 
structure construction by private corpora- 
tions. In another recent infrastructure 
developmentproject in Mumbai,Tata 
Electricals has won a BOT contract to 
constructa portat Pir Pao in Nfumbaiat 
the cost of Rs 200 crore.10 The Mumbai 
PortTrust was able to sell eight docu-
ments in the globally invited tender. 
However only Tata Electrics actually
submitteda bid and was awarded the 
contract,presumablybecausethe bid was 
withintherangeof the estimated cost of 
theproject.Theseexamplesillustrate that 
at this juncturedespitethedesiresof the 
centre and state governments,it is diffi- 
cultto attractforeigndirect investment or 
broad-baseddomestic participationin 
basic infrastructureprojects.The Indian 
privatesector is onlynowslowlyposition-
ingitself to handle the challengesof such 
mega projects. 
It is apparentthatcapacitybuildingin 
infrastructureconstructionis developing
in Maharashtra nd this is occurringwith 
a particularmodelof indigenous privat- 
isationputinto placein projectssuchas 
the Konkan Railway Corporation and those 
developedby MSRDC.The speedycon-
struction between 1991 to 1997of some 
760 km of the Konkan railway,1l by the 
KonkanRailway Corporation was financed 
throughpublicbonds and builtbyselected 
privatefirmsthrough competitive tenders. 
Another mega project, that has been 
successfulin delivering tangible physical
products,involves large investmentsin 
the construction of fifty-fiveflyoversand 
bridgesat critical junctionsin thecity of 
Mumbai'soverloaded and congestedroad 
system.Thishashowever not been with-
out great controversy and challenges
by civiliansin the courtsystem bringing 
to a halt work on criticalbridges.The 
key catalyst in this project and in the 
Mumbai-Pune Expressway has been 
MSRDC,an institutional creation of the 
Maharashtrastategovernment.MSRDC 
was formed withanequity capital of only
Rs 5 crore. It was quicklyable to raise 
Rs 2,121crore for the two priority project 
from financial institutions through
private placements and an additional 
Rs 600 crore were raised throughtax-free 
infrastructure bonds.12 Capitalfor the 
project was expeditiously raised and 
MSRDCcould proceedwith organising
actual construction. 
Since independence India relied heavily
on the public sector for economic develop-
ment funding its activities with budget
allocations through national and state 
planning. Public sector companies were 
owned by the state and national govern-
ments. Thus the new policy to privatise 
represents a significant departure. It is a 
model of privatisation in which the role 
of government continues to be significant.
It can be understood through the 
organisational structure of recent projects
of MSRDC. In the conventional approach
where the public, government sector was 
dominant,the government raised the capi-
tal needed for companies and their profits
or losses weretransferredto,and accounted 
for, in government budgets. The manage-
ment of these companies was answerable 
only to the government. In contrast, the 
privatesector was composed of companies,
incorporated by individuals or group of 
individuals, who raised needed finance 
through the share market and were inc-
orporatedunder the prevailing legal con-
ditions. The new emerging sector which 
is being promoted by national or state 
government, is a public/private joint sector 
which has some or all of the following
characteristics: 
- The companies in this sector are formed 
and promoted through the initiative of 
government.
- The seed capital is provided by the 
government and key management person-
nel are selected from existing government 
organisations/ departments.
- Funds are raised through public bond 
issues, as and when required for specific
projects, which are traded on the stock 
market. Investments are attracted from 
privatefinancial institutions as well as the 
general public. Governments provide the 
necessary guarantees for such bond is-
sues. -The public corporation is entrusted 
with responsibility for overall manage-
ment of the projects. Most of the functions 
related to construction, operation and 
maintenance are contracted out to large
and small companies, which could be from 
private or public cooperativeor even 
sector. 
- These joint sector companies have some 
popular support, from consumers as well 
as investors. Involvement of people in the 
public companies can generate relatively 
greateraccountability towards consumers 
as well as investors. 
- These joint sector companies have 
relatively more independence, flexi-
Economic and Political Weekly February 17, 2001 551 
bility, and dynamism than the conven-
tional public sector. They are similar 
to private sector companies in their 
management approach and work in a 




Expressway: Some Background 

MSRDCinits' execution of the Mumbai- 
Pune Expressway provides an example
of the workings and successes of a joint
sector model. The example is analysed
here to glean insights into the strengths,
potentials and vulnerabilities of future 
initiatives in infrastructure creation with 
this approach.
TheMumbai-PuneExpresswayhad been 
a priority project for the Maharashtra state 
governmentforquitesome time. In the last 
decade the Mumbai and Pune regions13
have grown and evolved into large
urbanised areas, which are increasingly
interrelated.In a 1994 article on industrial 
policy in Maharashtra,the concentration 
of the state's industrial activity in Mumbai 
and Pune was vividly highlighted by data 
which showed that the two cities and the 
corridor between them,the Mumbai-Thane- 
Pune urban belt as it is sometimes referred 
to, contained 72 per cent of factories, 
provided77 per cent of industrial employ-
ment, controlled 88 per cent of working
capital, and yielded 86 per cent of total 
state industrial output.14 More recently
this link between Pune and Mumbai has 
become crucial for the development of the 
computer and information sector that is 
perceived to be a key element in facilitat-
ing globalisation and international busi-
ness linkages. The route continues to be 
a corridor for substantial investments by
both the private sector and the State 
Government. The traffic on the Mumbai- 
Pune section of National Highway 4 is 
expected to increase from 60,755 passen-
gercar units perdayin 1990 to a projection
of 100,000 passenger car units per day by
the year 2004. The distance between the 
two cities is some 180 km and it takes 
about four and a half to five hours to cover 
it undergood traffic conditions. However 
increasingly, and particularly during the 
monsoon, the traffic on the Mumbai-Pune 
road gets frequently and unpredictably
paralysed by accidents which block the 
narrow and winding curves of the two lane 
highway. Landslides in the ghats are a 
frequent occurrence due to the monsoon 
rains. The resultingdelays and traffic 
blockagesturn a five-hour journeyto one 
that would involve anywherebetween 
10to 15 hours.15 
Theexpresswayis beingconstructedas 
a six-lane, divided, access controlled 
concreteroad (with a provisionof two 
extra lan6s for future addition)withavariety
of services and amenities. It is the first of 
its kind in India.The construction of an 
emergency telephone service,firefighting
equipment,hospitalswithemergencyfa-
cilities,restareas,petrol pumps and fre- 
quent,closely spaced pedestrian and cart 
trackcrossingsare included in thedesign
of the expressway.All tunnelsare pro-
videdwithadequateartificiallightingand 
ventilationalongwithbackup emergency 
supply.The completedroad is planned
withcontinuousfencing along its stretch 
to deterpedestriansand cattle and facili- 
tate the movement of high-speedvehicles. 
A pipelineof sufficientdiameter is laid 
alongthe road lengthfor communication 
cables. 
Themanagingdirectorof MSRDChas 
observedthatmega projectlike this in-
volve the participationof different govern-
ment departments.To facilitatethis the 
governmentof Maharashtra constituteda 
highpoweredsteeringcommitteefor co- 
ordinationamong the involved depart-
inents. Environmental clearances from 
relevantdepartmentsofthe central govern-
ment and from the forestrydepartment
were essential. MSRDC as a government
organisation procured the permissions.
Thus it managedthataspectof the work 
it had a comparativeadvantagefor- get-
ting all government departments to take 
speedy action on permissionsand land 




projectoffices, storageof materialsand 
equipment.IntotalMSRDCacquired646 
ha of land for the rightof way,455 ha of 
land for quarryand dumpingareasand 
1,338haforrealestatedevelopment,which 
is expectedto generatesurplusrevenue.16 
An additionalsub committee to take 
policydecisionswasconstituted under the 
chairmanshipof the state chief minister. 
The most importantdecision that of using
rigidconcretepavementfor the road,was 
takenby MSRDCduringthe conceptual
phase of the project.Two optionswere 
considered;the first was to use flexible 
pavement, asphalt road as it is commonly 
known,whichrepresenteda lowerinitial 
construction cost andused available con-
structiontechnologyin the country.The 
second one wasto construct a rigid pave- 
ment concrete road. This requiredthe 
introductionofnewtechnology/equipment
in the countryand increased the project
cost by 6 per cent (Rs 56 crore).This 
secondoptionwas found economical in 
thelongerrunwhencalculationsweremade 
based on a 30-yearlife cycle.17MSRDC 
inadoptingthesecondoptionacceptedthe 
short-termhighercosts giving weight to 
thelong-term gains rather than theshort-
termeconomies. 
The actual road construction work was 
divided into four sections and tenders were 
invited from the privatesector Project
ManagementCompanies(PMCs)for these 
sectionsand accepted by January 1998. 
Responsibilityof eachsegmentwasgiven
toonePMC. Construction of each segment
of road was entrusted to one construction 
company.The private sector was thus 
involvedthroughoutsourcingofengineer-
ing services. 
The choice of concretetechnologyand 
thelargesize of theprojectas well as the 
relativelyshort time inwhichthe work was 
to be completednecessitatedthe use of 
highlyautomated,sophisticated equipment 
and high quality construction materials. 
Modernmachineryused in the project
includeshighcapacityconecrushers,sand-
manufacturingmachines,computercon-
trolled automated batching plants18 and 
laserguided slipform pavers. Theslipform 
paveris a piece of equipmentwhichhas 
a number of attachments such as: an 
automaticdowel bar and tie bar inserter 
which allows steel barswhich reinforce 
concrete to be placed at pre-designed
intervals;high-capacityvibratorswhich 
are essential to achieve the neededhigh
compactionof concrete;and,elimination 
of voids to achieve specified concrete 
strength;auxiliatingfloatwhich allows the 
formingof a uniform curvatureandlevel 
of the road surface; and, atexturingmachine 
whichgivesa texture tothesmoothsurface 
of concrete to increasefrictionwithtyres.
Withthe use of theslipformpaversit was 
possible to constructone kilometre of 
singlelanepavementin a day.This level 
of qualityandspeedwouldbe impossible
without automation. Equipmentcosting
Rs300 crore was purchasedforachieving
this fast track construction. 
Project planning and managementof 
largemodem infrastructure projectssuch 
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as the expressway is a complex task invol- 
ving coordination of multiple activities, 
organising the division of labor and co- 
ordinating inter-related work. Achieving
an efficient management strategy has 
become a significant factor in successful 
execution of such projects. Various 
organisation theories have evolved and 
prevailed in different periods. Morabito,
Sack, Bhate (1999, p 18) describe these 
theories in terms of three 'schools of 
thought' as follows: 
Classical theory, which typically repre- 
sents the culture of the Industrial Age. Its 
tenets are normally associated with the 
view of the owner and the underlying
premise is that the organisation should be 
operatedas a machine. In contrast to this 
neo-classical theory advances the position
of the employee. This is the so-called 
'humanistic school', which emphasises
motivation and employee involvement. 
Whereas classical and neo-classical 
theories are framed in terms of division 
of labour, the advent of new technology
of information has ushered in new infor- 
mation theory which encompasses a 
varietyof models that depict organisation 
and decision-making in terms of infor-
mation flows. 
The organisational structure and 
managementstrategyof MSRDC appears
to be like modem autonomous business 
corporations,which can be understood by
new information theories. A dynamic
approachto collection, transmission and 
free flow of information within the 
organisation are key aspects of such 
management practices and noted as inno- 
vations in MSRDC. In this model many
activities of a project are started simulta- 
neously. In the case oi the Mumbai-Pune 
Expressway,thelandsurveywas entrusted 
to a separate private agency, to ensure its 
completionbeforethe start of the monsoon 
rains while that of selecting PMCs was 
concurrentlyundertaken.Thus, as soon as 
the PMCs were appointed,the survey data 
was readyand could be provided to them. 
Similarly,each PMC and contractor could 
plan the construction of various sections 
of the expressway independently, in co- 
ordinationwith other agencies, as well as 
keeping with the overall framework. The 
adoption of parallel information proces-
sing, networking and decentralised deci- 
sion-making strategies coupled with trans-
parency characterisesthe construction of 
this project and exemplifies the intent of 
the stategovernment.19All units involved 
intheprojectsuch as the PMCs,contractor's 
site and main offices and MSRDC offices 
were connected with a networked comput-
erised system. In such networks, any
decision by any unit is immediately made 
available to all other parties. Actions 
related to, ordependanton, such decisions 
are also immediately obvious to all agen-
cies involved as well as to MSRDC and 
any adverse effects on overall goals can 
be identified and discussed immediately.
Inter-related processes such as material 
inventory, ordering, store control, man-
power and machinery requirements, mea-
surement and certification of completed
work, accounting, billing and cash flow 
management are linked in this network. 
Any information regarding delays, short-
ages of mateflal, manpower or resources 
can be tracked continuously and corrective 
measures can be taken immediately. This 
model helps to optimise use of available 
resources including time and space and 
eliminate redundancies. Well defined and 
clearly communicated evaluation criterion 
for selection of contractors,regular billing 
and payment cycles and other procedures
followed in this project have increased 
transparencyand helped to build the con- 
fidence of contractors.20 




(1) Essential Infrastructure is created 
which has popular support 
The expressway is extremely important 
for the long-term viability of Mumbai to 
remain an industrial and economic power
in the country. State government actions 
have been resolute not just in building the 
expressway but in budget allocations and 
land reservations for establishing a chain 
of industrialdevelopment parks which are 
to be strung along its length. The overall 
benefit to accrue to the Mumbai-Pune 
region is clear. 
The commuter public on this route 
generally stands to benefit from a reduc- 
tion in delays, increased speed of journey,
and greatersafety achieved throughbetter 
design. A higher level of security ensured 
by an intensive system of policing and 
electronic surveillance has been announced 
forthehighway.The design of this express-
way with clear sightlines andmore intense 
security systems promises to benefit com-
muters. The amenities that are planned
along the expressway such as rest rooms, 
petrol pumps, restaurants and hospitals
will also benefit commuters. The recre- 
ational facilities and theme parks that are 
proposed will offer facilities for the 
affluent commuters able to afford them. 
The expressway also makes it possible
to segregate fast moving light motor 
vehicles from slower goods carriers.Large
andheavy container trailers carryinggoods
from the southern partof India to the new 
Jawaharlal Nehru port in Uran as well as 
to the Mumbai port are presently prohib-
ited on the existing Mumbai-Pune road. 
They are diverted throughthe Kasara ghat,
which is a much longer route, and adver- 
sely affect traffic on the Mumbai-Agra
road, and the Nasik-Pune road. The new 
expressway will help ease the traffic load 
on these roads. Transport service com- 
panies are going to benefit despite the toll 
they will pay as the new highway reduces 
commuting time and distance. About 40 
per cent of the traffic on the existing
Mumbai-PuneNational Highway 4 is anti-
cipated to divert to the new Expressway.
The option of the toll-free existing nati-
onal highway will still be available for the 
lower end travellerwho is willing to forgo
the amenities of the expressway. Traffic 
on the old road should also be lower and 
probably less dangerous as truck traffic 
will by and large shift to the expressway.
Thus by and large the general perception
is that the public stands to gain with 
this project.
Although the private corporate sector 
did not invest in the expressway its' com- 
pletion is going to benefit the industries 
situated in this importantcorridor. Large
and small industrial enterprises around 
Pune, Mumbai and Thane are interdepen-
dent in many ways in that finance, manu-
facturing, computer and information in- 
dustry, technical services, entertainment 
and transportationservices are shared by
them. The new expressway will help bring 
these cities closer in time and space. On 
the whole the fact that this project has 
popular support is evident in quitepositive 
press coverage. 
(2) Indigenous capacity has been built in 
construction sector 
A large number of small and medium 
scale companies in the construction indus-
try have benefited from their involvement 
in the Expressway project,notjust interms 
of profit but more importantlyin terms of 
experience and enhanced productivity.
PMCs are new and importantentrants in 
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this project. PMCs have been made re-
sponsiblefor all aspectsof planning,design,
estimation, tendering, selection of con- 
tractorsand,actualmanagementof project
construction.They have taken up the role 
formerly played by the Public Works 
Department.Thesecompanies areengaged
by MSRDC, withcontractualobligation to 
achieve time bound completion of the 
project. Some of these companies have 
collaborations with experienced intera-
tional organisations.21 As a result new 
technologyandmanagement practices used 
internationallyhave been introduced in the 
project.The expertadvice and inputsfrom 
these PMC companies has facilitated in- 
novative technical decisions taken by
MSRDC. 
(3) Sophisticated construction equipment
and technology has been utilised 
MSRDC has helped contractors to pro-
cureneeded machinery by giving them tax 
exemption and advances and it has borne 
theadditional cost of currencyfluctuations. 
As observed in the India-2000 Infrastruc- 
tureseminar,2295 percent of construction 
contractors are small scale and face re-
source constraints which render them 
unable to invest in expensive construction 
equipment.Since a higher level of invest-
ment in machinery can help to increase 
quality and/or lower construction costs,
smallcontractors are often notcompetitive
toparticipateinlargeconstructionprojects.
To assist them MSRDC has provided
advances to the tune of 90 per cent of the 
cost of new machinery. To assist in the 
purchaseof very expensive machinerysuch 
as slip form pavers, batching plants and 
stone crushing plants. MSRDC has also 
made provisions to reimburse contractors 
up to a limit of $ 0.7 million to pay for 
customs duties andforeign exchange fluc-
tuations. The concept of an equipment
bank that makes needed machinery avail-
able to contractors was an innovation that 
was instituted in this project illustrating 
the creative approachof private sector in 
developing solutions to comrnon prob-
lems.23 
(4) Improvementsin domestic delivery of 
quality concrete construction 
Although most of the sophisticated
machinery was imported all other con-
struction materials including chemical 
products and cement were procuredfrom 
local manufacturers. The current avail- 
ability of domestic cement in the country 
was an essential factor in the decision.24 Constructioncontractorshave used differ- 
Large-scalemanufactureof fine aggregate entcrushingsystemsandhelpedinassess-
was successfullyinstitutedin thisproject ing theircomparativeperformance.Con-
to provide replacement orpartialreplace- cretebatching plants andreadymix con- ment for river sand.Expertsassertthat crete was not used bythe Indian construc-
crushedfineaggregate(sand)with correct tionindustryuntil the last decade.26 Inthe 
physicalcharacteristics,contributes to a Mumbai-PuneExpressway project their 
lower voids content,surfacearea and water usehas became the acceptedstandard.The 
demandin cement, resultingin higher availabilityof large quantities of quality
strengthsandimproved workability due to concrete was essential for high speed 
lower internal resistance.25 The intro- construction. 
duction of variousconstruction innova- (5) Improvedquality control and speed of tionsin the buildingof the Mumbai-Pune constructionExpresswayofferedarareopportunityfor 
the domestic constructionindustry to Thespeedandqualityof work achieved 
closely study, under actual field condi- in the expresswaywould have been im- 
tions, the performanceof different tech- possiblewithout advanced technologyand 
nicalsolutionsparticularlyin the area of sophisticatedequipment.Thisalongwith 
productionofaggregatesandcrushed sand. systemsto producestandardisedquality 
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materials allowed better planning of the 
projectby reducingthe uncertainties asso- 
ciated with traditional methods which 
require the deployment of a large labour 
force. Advanced technology also requires
skilled operators to achieve productivity
gains. In construction of the Konkan 
Railway productivity was increased 
throughthe use of advanced tunnel boring
machinery. This machinery and the skill 
of operating it was readily available and 
used in the Mumbai-Pune Expressway
project.Similarly, the use of other techno- 
logies new to India are expected to raise 
the standards of future road construction 
in the country.27
Another major innovation was an im- 
provement in the quality of construction 
throughtheinstitutionof qualityassurance 
and quality control procedures.28Quality
checks were introduced throughout the 
process from the testing of materials, to 
sampling, preparation, reporting, and docu- 
mentation by way of day-to-day quality
control of operations and sequence of 
testing procedures. Continuous quality
checks assured that timely corrective 
action could be undertaken.An insistence 
on quality construction is an important
factor in avoiding wastage during con-
struction and in reducing maintenance 
costs. The type of maintenance thatmight
be requiredfor the pavement is dependent
on a variety of factors and therefore peri-
odic surveys for timely action will be 
necessary and are proposed to be carried 
out by the PMCs till such a time as stipu-
lated in the contract.However, it is not yet
clearfrom the available resources how the 
roadis going to be maintained in the long
term and by whom. 
The speed with which the expressway
project was constructed is widely appre-
ciated. A bonus and fine clause to assure 
timely delivery was built into the constru- 
ction contracts.This practiceis quite com-
mon in privatesectorprojects.Introducing
the clause into this joint sector project
served to put the burden of accountability
for making timely decisions on the PMCs 
as well as MSRDC as the promotersof the 
project. Delays in decisions can result in 
contractorsclaiming additional payments
for idle labour or equipment. Thus all 
parties to the contract are made respon-
sible for timely action. For contractors 
involved in traditional government pro-
jects, delays indecisions, billing approvals
and payments on the part of the govern-
ment are a constant concern and fuel cor- 
rupt practices. The institution in this pro-
ject of time bound billingprocedures,ac-
countabilityin the process of settling
claims, and, in certifying and making
payments have won the trust of the 
involved contractors. 
(6) Upgradation of construction skills and 
capacity 
The manysmall innovations that take 
placeintheimplementationand construc- 
tion of projectslike the expresswayare 
often not reported. People involved in such 
projectsatunskilled,skilled or managerial
levels move into a developmentmode 
hardly realising the changes they are 
interalising.Voluntarilyandinvoluntarily
thehumanresourceisupgradedatalllevels,
whichis difficult to measure in economic 
termsbenefitsindividuals,the construc- 
tionindustryandtheproject.Itis notewor- 
thythat the large-scaleshortages reported 
in this projectwere not of materials or 
equipmentbut of therightkind of trained 
manpoweratalllevels.Itis a paradoxthat 
despitehavinga largepoolof technically
trainedpeople in India, it is here that 
shortagesarelikelyto affect infrastructure 
constructionin the future,a concern re- 
iteratedrecently at the National Road 
Congressin New Delhi inNovember 2000. 
PMCcompaniesthatspecialisein con-
structionmanagementand construction 
technologyas well as engineering design 
are rather new in the Indian construction 
industry.To train needed peopleinconstru-
ction managementthe National Institute 
ofConstructionManagementand Research 
(NICMAR),aprivateinstitute,was started 
in the last decade in Pune and Mumbai by
an association of constructionindustry
companies.The decisionto appoint'four
different PMC companiesfor the four 
segmentsof theexpresswaywas related to 
the availablecapacitiesof such private
companies.29Toalargeextent the conven-
tionalconstruction machine manufactur- 
ing industrytoo was readilyable to con-
tribute to the expresswayproject.Many
traditionally skilled and semi-skilled 
labour and trained technicians were em- 
ployed thereby increasing their confidence 
to deliver at this scale. 
(7) Public support and opposition
In the 1950s when the Indiangovern-
mentembarked on the task of developing
the public sector therewas a dearth of 
indigenousprivatefinancefor develop-
mentprojects. By the1990s this constraint 
was overcome as capacityto elicit and 
promote savings and investments was built 
up in the financial sector. Largeamounts 
of funds were available in the form of 
savingsin banks and financial institutions,
whichcould be readily deployed infinanc-
ing projects such as the Mumbai-Pune 
Expressway.In addition this new model 
of a public private joint sectorhas been 
successful in eliciting support from the 
investingpublicatlarge.Thissupportwas 
initiallyevident in the success of thebonds 
floatedfortheKonkanRailway. Similarly 
MSRDC was able to raise Rs 600 crore 
fromits tax-freebonds.One mightcon-
strue this as wide-scalepublicsupporteither 
for the projectsorfor the financialinstru-
ments which are considered 'safe' as they
are guaranteed by the stategovernment,
or for both. 
That is not to saythat there is nopublic
dissent and opposition. Public sector 
employees, labour unions and environ-
mentalactivists have allexpressedvarious 
concerns. Consumers have challengedthe 
policy of toll collection on roadsin the 
courts but the policy has been upheld.
Consumersare now realisingthatthedays
of providingfreepublicinfrastructureto 
consumersareover and thatuserfees such 
astolls are viewed as a necessarymeasure 
to enable provision of benefits in the 
longterm. 
The expresswayhas been opposed by 
environmentalgroupssuch as the Bombay
EnvironmentalAction Group (BEAG)
who have objectedto the fact that reserve 
forest lands throughwhich the road is 
beingbuilt are beingadversely impacted. 
They have pointedout instances of vio-
lations such as rubblebeing dumped in 
forestlands and colonies of construction 
labourbeing set up in forestlands with 
negative consequences for the forest pre-
serve.Theyhave also questionedwhether 
a new road was really the best answer 
to the admitted need for improvingthe 
effectiveness of the road. They lobbied 
insteadfor continuedup gradationand 
wideningof the existingNationalHigh-
way 4 claimingthatthis solutionwould 
be less destructive to the environment 
andcheaperto build. Their efforts to stop
the projectand elicit broad public sup- 
porthave not met with great success 
althoughin one case theexpresswaywas 
reroutedto avoid a confrontation with 
anenvironmentalgroupthatclaimed that 
the habitat of a particularsquirrelwas 
endangered. 
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The Maharashtra state government's
decision to carve out MSRDC from the 
PWD when the private sector failed to 
respondwith acceptablebids for construc-
tion of the expressway has proved to be 
an essential and bold step. MSRDC has 
made rapid progress in constructing 55 
flyovers and the Mumbai-Pune Express-
way. Some of this success can be attributed 
to the structureand culture of operation
which has been adopted by the depart-
ment. For one MSRDC administration 
moved to make its' projects successful 
by streamlining government regulations
and delegating certain powers to the pri-
vate sector so as to decentralise decision 
making. Nitin Gadkari, ex-minister for 
PWD estimates that the government
eliminated some 70 or more regulations,
that were obsolete or represented undue 
red tape.
MSRDC also moved to improve the 
interface between itself and the private
sectorconstructioncompanies who would 
actually construct the expressway by
appointingfourPMCs with a proven track 
record in managing engineering design
and construction projects. This was an 
important decision. The relationship of 
MSRDC to the PMCs can be described as 
thatof a consumer with service providers.
MSRDC as the consumer andowner of the 
product, the Mumbai-Pune Expressway
was able to demand efficient services and 
qualityproductsfromthePMCs. As owner 
of the product it retains and exercises the 
rightto choose private sector construction 
companies at an acceptable butdifferential 
price for each company, depending upon
the organisational structure and the type
of services they provide. At the same time 
MSRDC itself is answerable to a larger
public which has provided funds for the 
project. It is responsible for delivering an 
acceptable and efficient road. 
MSRDC hasencouragedprivatepartici-
pationin theexecution of the variousmega
projects that are listed as its' 10 priority
projects. However it has concluded that 
transport infrastructureprojects are not 
financiallyviablebasedexclusively on toll/
fare receipts. It has explored other inno-
vative sources of financing to raise re- 
sources. Some of the financial incentives 
used to encourage private sector partici-
pation or to raisefinance for these projects
include: (a) Tapping the value-added to 
realestate in the windfallbenefit sone of 
thetransportproject.(b) Imposingtaxon 
petroland diesel fuel for raisingneeded 
capital.(c) Raisingacess on thewagebillof corporationsin the beneficiarysone,
and(d) Developingrealestatealongthe 
transportcorridor. In additionto these 
methodswhichhave been triedelsewhere 
inIndia,MSRDC has alsomade a strategicmove to lay telecommunicationsducts 
along'variousroads and bridgesincludingthe expressway.These can be leased to 
privatetelecommunicationsagencies.It is 
anticipatedthattherent from thesewillbe 
quite substantial. 
OnemightargueinHirshman's terms30 
that there is a vindicationoftheprivatisation
model that one is observingevolve in 
Maharashtrastate.The rapidcompletion






thecompany highly competitivein tunnel 
construction. The capacityto applythis 
technology is now available for other 
projectsand has provento be most suc-
cessful in theconstructionofthefivetunnels 
that are partof the Mumbai-PuneExpress-
way.Thisseemsto be a healthy,develop-mentorientedgain.Inadditionithascreated 
a climate in which the governmentis 
embracingthe applicationof advanced 
constructiontechnologyin the concrete 
work of the expressway.The result is 
qualityconstruction of a roadway that 
promisestolastlongerthanthe one ortwo-
year life of the improvementsthe PWD 
traditionallymade on the old national 
highway.Expansionplans of east-west 
road connecting Silchar in Assam to 
Podichari in Gujrathandnorth-southroads 
connectingShrinagarinJammu and Kash-
mir to Kanyakumariin Tamil Nadu of 
some 7,300 kms and an ambitiousrural 
roaddevelopmentprojecthave been de- 
signedto buildon theexperiencesof the 
Mumbai-PuneExpressway.31 




Thesuccess of MSRDC in buildingbadlyneeded infrastructuredeserves,and has 
received,widespreadacclaim.Howeverit
is wise to tempertheeuphoriaaboutthis 
and reflect on the sustainability and 
replicabilityof the public/privatejoint 
sector approachthat is represented by 
MSRDC and compareit to previousefforts 
by government to create innovative 
corporatestructureswithin itself. Many
publicsector corporations,periodically
createdsince independence,have shared 
similarsuccessstories in theirearlystages.
Publicsectorenterprisespromotedby the centralgovernmentsuch as Air India,Hotel 
CorporationofIndia,ModernFoodIndus-
tries(India),IndianTourismDevelopment
Corporationand those promotedby the state governments,such as Maharashtra 
State Electricity Board (MSEB),
MaharashtraStateTransportCorporation
initiallyachieveddelegated targets in a 
timely way. This success was achieved 
usingnew,contemporarytechnologyand 
independentmanagementwhichwas simi- 
larto that of forwardthinking private sector 
corporationsof that time. These public
sectorcorporationsexpandedrapidlyin 
scale,takingonadditionalresponsibilitiesandobtainingfundsandincentives from 
thegovernment.Theemploymentinpub-lic corporationsgrew rapidlyin this pe-riod. In theprocesstheybecamepowerful
organisationsandattracted the attentionof 
thepoliticalrulingclass.Howeversubse-
quentpoliticalinterventionsin such cor- 
porationsas well asthevestedinterests of 
bureaucracyemergedovertimereducingtheirefficiencyandenterprise.The dead 
weightof thesepublicsectorcorporationsstartedsurfacingas a dragongovernment
budgets.As Saneaptlyobserves this is a 
processin which "theloss incurringbu-
reaucracy replaces the profiteering
capitalistclass in the name of socialist 
planning".32
A currentexample of public sector 
decline in thestate is that of MSEBwhich 
atonetimewasconsideredone of the best 
organisationof its kindin Indiaengagedin efficientgeneration,transmissionand 
distributionof electricity.Infact it mightbe said thatMSEB's efficiencyenabled 
Maharashtrastate to achieve significant
industrialgrowthand economic expan-
sion.Maharashtrararelyfaced the severe 
powershortagewhich wereexperienced
by otherstatesin India.TodayMSEBis 
facingitsworstcrisisand is one of the most 
malignedand politicisedorganisationin 
Maharashtra.In 1999-2000 it suffered 
losses to theftsof 34 percent of its pro-
ductionwhereasas recentlyas 1997-98 
it had made a profitof Rs 342 crore. In 
1997-98the list of ailingstatepublicsector 
units in MaharashtraincludedMaharashtra 
556 Economic and Political Weekly February 17, 2001 
i 
Construction Highlights- Mumbai-Pune StateRoadTransportCorporation(Rs309 
Expressway 	 crore),MaharashtraStateTextileCorpo-
ration(Rs 140 crore),MaharashtraState 
HandloomCorporation(Rs 31 crore),
MaharashtraState FarmingCorporation/ (Rs 20 crore), MaharashtraElectronics 
/ Corporation(Rs21crore).Inthatyear,out of 60 stategovernmentcorporationsonly
27 recordeda grossprofitof Rs501 crore 
whilethetopfourloss-makingundertak-
ingsincurredtotallossesof Rs 613 crore. 
Air India,the flagshipsair carrierof 
I I India,whichinitiallywas recognisedfor thequalityof its serviceandits competi-
tive managementhas incurredlosses for 
thelastsix consecutiveyears.Itis nowon 
thetopof the list of unitsthatthecentral 
governmentwishesto privatise.Theratio 
of 750 employeesperaircraftof AirIndia 
comparespoorlywith the averageof air 
carriersaroundthe world which range
between 150 to 300 employeesper air-
craft.33Thereisasimilarexampleofdecline 
in the bankingsector.Afterbankswere 
nationalisedin 1969publicsectorbanks 
successfullyexpandedtheiroperationsso 
as to servea largenumberof villagesandIl'' towns which had neverbeen servedbe-
fore.Manyindividualsandsmallentrepre-
neurswere able to avail of bankingser-
, 	 vices. The expansion rescued a large
numberof poorpeoplefromtheclutches 
of private moneylenders. However,
bureaucratisationhastakenhold.Although
d~~~~~~~~~ud0 	 the performanceof these banks is not 
uniform,the employees enjoy uniform 
salarybenefits,which are not relatedto 
a~~i ............- -i 	 orefficiency.Attempts
-----	 theirproductivityat reformingthis importantsectorandtoI! introducemeritandperformancecriterioni arechallengedby thepowerfulemployee 
U B~~" organisationsandprivatisationisnowbeing
consideredas a remedy.Theurgentneed , j to make changes in"this sector is wellI-~~~~~~~~.~~ understoodby economicplanners.34
Oil J-~~I Reflectingon suchexamplesservesto castashadowofconcerndespitethecurrent 
Q.~~~~I successesof MSRDC.Examiningsomeof 
--------U Z the underpinningsof MSRDC'ssuccess/~~~~~~~~~~6 raises questionsaboutthe potentialforIH long-term sustainability.Even though
MSRDChas successfullyraisedcapital
throughprivateplacementfromfinancial 
institutions,the funds have been made 
available with the help of counter 
guaranteesfrom the state government.35
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avoid the problemof redundantgovern-
ment employmentinternalto itself by
outsourcingservices. However,thereis 
nothingin the structureof MSRDCthat 





sibilities of existing public sector 
organisationsandattemptingto diminish 
theroleofthepublicsectorintheeconomy.
On the otherhandnew corporationslike 
MSRDC are being createdwithoutany
guaranteesof theircontinuedprofitability
and success and withoutcommensurate 
cutsinotherarmsof thegovernment,such 
as in the PWD. 
An overarchingobjective, central in 
learningorganisations,is to sustainthe 
flexibleandindependentmanagementof 
unitssuchasMSRDCwhichiskeytotheir 
success. The need for entrepreneurial








but endemic concernsfor organisations
broadly,thebureaucraticweightofgovern-
ment and the historical assumptionof 
entitlementsthatis a legacy of the post-
independenceperiodcalls for particular
vigilance. 
Summary and Conclusion 
This case study of the Mumbai-Pune 
Expresswaypoints out that delivery of 







too appearunableor unwillingto submit 
bidsthathavecomfortablebutacceptable
profit marginsthat indicate a genuine
interestin theseprojectsasgoodbusiness 
ventures.Megaprojectsof thescaleof the 
Mumbai-PuneExpressway(Rs1,600crore)
currentlyappeartobebeyondthecapacity
of the Indianprivatesectorto assumeas 




cal infrastructure the role has been cre- 
atively shouldered by the Maharashtra 
government by forming and supporting
MSRDC in its primary mission - build 
essential projects in a timely fashion. The 
experience of Mumbai-Pune Expressway
clearlyindicates that the publicsectorfreed 
of political intervention and outdated 
organisational structure and given com-
mand and authorityto innovate, is able to 
deliver needed products efficiently by 
outsourcing to the private sector not only
construction but also coordination and 
oversight functions. Not only has needed 
infrastructure been created, but according
to statements made by some of the partici-
-pating private sector companies, they 
have obtained incentives to upgrade their 
productivity and skills. 
A cooperative and synergetic relation-
ship between public and private sectors 
has found receptive ground to flourish. 
The general public has supported these 
ventures as is reflected in its enthusiastic 
vestingthe bond issues offered by MSRDC 
as well as by the Konkan Railway Corpo- 
ration. The new form of public/private
joint sector effort which has evolved 
appearsto -bedynamic, flexible and open
in its approach.MSRDC appears to have 
developed a lean, efficient, contemporary
organisational structure, acquired the 
necessary technical skills and developed
the necessary enterprising spirit, capable 
of and supporting decentralised decision 
making. MSRDC has also demonstrated 
an ability and readiness to cooperate and 
coordinate with the contemporaryprivate
sector constructively and in a way that is 
responsive to its concerns. The public-
private joint sector model of liaisons is 
proving to be effective and appears to be 
able to successfully deliver the necessary
infrastructure. The reservations and cave-
ats about this approachcentre around the 
question of whether this organisational
structureis able to withstand the forces of 
bureaucratisation, maintain financial 
viability, andis replicable and sustainable 
financially and institutionally over the 
long term.[1 
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